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CERTIFIED MAIL 

D e a r  A p p l i c a n t :  ' I 
W e  h a v e  c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  t ax - exempt  s t a t u s  u n d e r  
s e c t i o n  5 0 1 ( c ) ( 3 )  of t h e  i n t e r n a l  Revenue  Code. 

The e v i d e n c e  p r e s e n t e d  d i s c l o s e d  t h a t  you  w e r e  i n c o r p o r a t e d  i n  
t h e  S t a t e  o f  * * * * * * * * * * * *   o n  * * *  **  ****. 

The  o b j e c t i v e s  . for  whictt  t h e  t o r p o r - - + i o n  h a s  b e e n  e s t a b l i s h e d  
are t o  p r e s e r v e  and  s t r e n g t h e n  d e m ~ c r a t i c  i d e a l s ,  a n d  i n s u r e  
s o u n d  f i s c a l  r e s p o n s i b i l i t y  by t h e  g o v e r n i n g  b o d i e s  o f  t h e  Town 
of * * * * * * * * *  ***** and  o t h e r  l o c a l ,  c o u n t y ,  s t a t e  and  f e d e r a l  
g o v e r n m e n t  a g e n c i e s  a s  s u c h  a c t i v i t x e s  may a f f e c t  t h e  t a x p a y e r s  
o f  * * * * * * * * *  *****   

.**** * * * * * * * * * * * * * * * * * * * * * * * *  *****  is a member sh ip  I 
o i - g a n i z a t i o n .  Any p e r s o n  who p a y s  taxes d i r e c t l x /  or i n d i . r e c t l y  
to a n d / o r  is a r e g i s t e r e d  v o t e r  i n  * * * * * * * *  is e l i g i b l e  to  b e  a 

I 
member o f  t h e  A s s o c i a t i o n .  The  d u e s  are $** p e r  y e a r  and  may b e  
wa ived  i n  h a r d s h i p  cases by v o t e  o f  t h e  E x e c u t i v e  Commit tee .  

I 
***  ****  p l a n s  t o  e d u c a t e  t h e  t a x p a y e r s  o f  * * * * * * * *   r e g a r d i n g  

I 
t a x a t i o n  a n d  s p e n d i n g  o f  p u b l i c  m o n i e s  th rou-mdnth ly  m e e t i n g s ,  -I  
p r e s s  releases and  n e w s l e t t e r s .  The  mon th ly  m e e t i n g s  are  o p e n  
t o  a l l  t a x p a y e r s  i n  * * * * * * * *  .  The  o r g a n i z a t i o n  i n t e n d s  to 

'I 
i n f l u e n c e  t h e  v o t e  o f  t a x p a y e r s  c ~ n c e r n i n g  town a n d  s c h o o l  

i 
d i s t r i c t  b u d g e t  matters .  The  e n t i t y  a d v i s e s  t h e  p u b l i c  t o  v o t e  
f o r  or a g a i n s t  l e g i s l a t i o n  c o n c e r n i n g  town a n d  s c h o o l  d i s t r i c t  

I 
b u d g e t s / m a t t e r r ; .  The  a s s o c i a t i o n  also a n c u u r a g e s  its members. t o  

I 
r u n  f o r  p u b l i c  o f f i c e .  The  o r ~ a n i z a t i o n  d o e s  n o t  i n t e n d  to i 
p r o v i d e  f i n a n c i a l  s u p p o r t  o r  p u b l i c l y  e n d o r s e  a n y  member who is 
a c a n d i d a t e  f o r  p u b l i c  o f f i c e .  **** w i l l  e n c o u r a g e  i ts member-s 

I 
and  o t h e r  t a x p a y e r s  t o  a t t e n d  p u b l i c  h e a r i n g s  a n d  town m e e t i n g s  I 
i n  o r d e r  .to b e  i n f o r m e d  o n  i s s u e s  concern in^ t h e  town and  s c h o o l  
b u s i n e s s  m a t t e r s  a n d  e x p r e s s  t h e i r  o p i n i o n s  a t  s u c h  o p e n  -folrums. 

I 
I. 



According tc? the bylaws of ***A, it may establish viitrious 
committees including the f ~l lowing cnnrni ttees to perform the 
Functions stated below: 

Off ir:eholders Commi tte~: to rrroni tor the per-formance oS 
off ice holder.^, tSte- elected ones for- spending practices and 
re-electability, the appointed ones to help track the dollars 
they control. They will clmsely watch Town and School District 
officeho.lders. No fewer than two members should attend each 
meeting 6f  such of ficehol.der5. They should take notes from 
which to report to their committee and t c s  the Association. 

Candidates Ccrmmittee: to examine the qualifications and fitness 
OP announced candidates for office. This committee might very 
well find potential candidates favorable to the ************** 
ideals and encourage them to run for office, especially to 
insurz that all candidates for off ice have opposition. Then, 
this committee should make recommendations to the A5scciat.i o3. 
Also, this commitree should scan the******* membership for .,:x. .;.?..*:.''s 
to nominate for director-s and officers of the***** it~.-sb~: 

Political Advocacv Committee: to develop strategies ',: :r f s:.. - .' -,s 
candidatei f avarable ta ********** ***********, and to r,::: '~$,.:t> r 
off ice those who ignore practices of good government., c.". ..\,?.- :.dl 1 y 
sound fiscal policies.. While all members must be involvee in 
this program, this committee will take recommendations frcrri 
other committees to target specific candidates for election, 
re-election, or defeat, and the proaram to accomplish this. 

This organization will receive financial suppart f r o m  membership 
dues, contributions from members and town businesses. Its 
disbursements will consist of fundraising expenses and 
contr-i butions, gift , etc. paid. 

In order to qualify under IHC 501( cj (31 ,  an organization njust be 
both "organized" and "operated" exclusively for one or more 
purposes specified in that section. If the oraanization fails 
to meet either the organdzstional test or the operations1 test, 
it is not exempt. (Kegs, 1.501(~)(3)-l(a)(l)). The 
organizational test relates to the rules for governing an 
organization and the purposes stated in it5 articles of 
organization. The operational test relakes to the 
organization' 8 activities. 

Section 1.501(~)(3)-l(c)(l) of the Regulations states that i f  
mare than an insubstantial part of an organization's activities 
is not in furtherance of exempt purposes, the urganiz~tion will 
not be reparded as exempt. 



Section 1.50i (c) (3)-1( c) ( 3 )  (i) of the Income Tax Rzgulations 
states that an organization is not operated excPusively for one 
or more exempt purposes if it i s  an "action" organization. 

S e c t ~ o n  1.501(c) (3)-l(c) ( 3 )  (ii,,) of the Heo~rlations states "An 
organization is an "action" orbanization if a substantial part 
of i ts activities i s  atteaptinb to influence legislation by 
propaganda or otherwise." 

In Revenue Ruling 62-71, 1962-1 C.B. 85, the corporation's 
primary objective was advocating the adoption of a doctrine or 
theory which became effective only by the enactment of 
legislation i s  not entitled t o  exemption, since it is an 
"action" organization and thus i s  not operated e>:clusively for 
educational purposes within the meaning of within 501(c)(3) of 
the Code. 

In Revenue Rulirtg 67-71, 11967-1 C.B. 125, a nonprofit 
organization created t o  improve a public education system i s  not 
exempt from Federal income tax AMWH+# under section 51C i c ( 9) 
of the Code because it campaigned on behalf of candidates for 
election to the school board. 

Like the organization described in the above revenue rulings 
your organization's activities are those of an "ac.kion" 
organization- *** encourages its members and the public to vote 
Tor or against particular legislatian. The ***********
newsletter printed by *****  addresses each article which will be 
voted on and directs the public how to vote (for o r  against) on 
a particular article. The organization also encourage its 
members t o  run for public office. Such candidates will more 
that likely express the viewpoints of the association. By 
encouraging members ta run for office and then instructing the 
p~rblic in the manner to votej ****** is providing public 
endorsements. Therefore, we have determined that you are not 
operated exclusive1 y for educational or other- exempt purposes 
stated in section 501(c)(3) of the Code. 

Accordingly we conclude that you do not m e e t  the reqcrirements 
for exempt status under section 501(c)(S) of the Code and 
propose to deny your- request for exemption under that section. 

You are required to file a taxable return Farm 1120 or 1041 with 
the District Director of Internal Revenue Service. Please send 
the return to the Internal Revenue Service. P.O. Box 1680, 
General Post Office, Brooklyn, NY 11202. 

Contributions made to you are not deductible by the donors a s  
charitable contributions as defined i.n section L70( c) of the 
Code. 



I f  y o u  d o  rsut a o r e e  w i t h  t h i s  d e t e r - m i n a t i o n ,  yoit  may request a 
C o n f e r e n c e  w i t h  t h e  R e g i o n a l  D i r e c t o r  o f  A p p e a l s  by p r o t e s t i n g  
i n  a c c o r d a n c e  w i t h  t h e  e n c l o s e d  i n s t r u c t i o n s  w i t h i n  30 d a y s .  

P r o t e s t s  s u b m i t t e d  w h i c h  d o  n o t  c o n t a i n  a1 1 t. 2 L . . u r n e n t a t i o n  
s t a t e d  i n  t h e  i n s t r u c t i o n s  w i  1 l b e  r e t u r n e d  f o r  c o m p l e t i o n .  

I f  w e  d o  n o t  h e a r  f r o m  you  w i t h i n  t h a t  t i m e  t h i s  d e t e r m i n a t i o n  
w i l l  b e  c o n s i d e r e d  f i n a l  a n d  t h e  a p p r o p r i a t e  S t a t e  O f f i c i a l s  
w i l l  b e  n o t i f i e d .  

I f  y o u  d o  n o t  p r o t e s t  t h i s  p r o p o s e d  d e t e r m i n a t i o n  i n  a t i m e l y  . 
manner ,  it w i l l  b e  c o n s i d e r e d  bv t h e  I n t e r n a l  R e v e n u e  S e r v i c e  as 
a f a i l u r e  t o  e x h a u s t  a v a i l a b l e  a d m i n i s t r a t i v e  r e m e d i e s .  S e c t i o n  
7 4 2 8 ( b ) ( 2 )  o f  t h e  I n t e r n a l  Revenue C o d e  p r o v i d e s  i n  p a r t  t h a t  " A  
d e c l a r a t o r y  . judgment  o r  d e c r e e  u n d e r  t h i s  s e c t i o n  s h a l l  n o t  b~ 
i s s u e d  i n  a n y  p r ~ c e e d i n g  u n l e s s  t h e  Tax C o u r t ,  t h e  C l a i m s  C o u r t ,  
or t h e  D i s t r i c t  C o u r t  of t h e  U n i t e d  S t a t e s  f a r  t h e  D i s t r i c t  o f  
C o l u m b i a  d e t e r m i n e s  t h a t  t h e  o r g a n i z a t i o n  i n v o l v e d  has e x h a u s t e d  
a d m i n i s t r a t i v e  r e m e d i e s  a v a i l a b l e  t o  i t  w i t h i n  t h e  I n t e r n a l  
R e v e n u e  S e r v i c e . "  

Enc losure :  P u b l i c a t i o n  892 


